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Sumsery

large ion eyments by Finland to the USER din the jost-way yesrs,
igei-52, had m effect of gearing the Fionich ecomoryy to Soviet requiresents.
When reparstion pgyments were completed in 1952, the Yestern merbet situstion wae
such that Pianland was forved to faon to the Sowviet Bioe for incresssd trade.
Since 1952 the percent of Bloc trade to total Fimdsh trade reeched a high of over
3¢ percent, with the USSR repincing the UK as Finland'e major trading sartoer.
The tarms of the new S-yesr trade sgresment between Pinland snd the UBER follow
this gemerel trend with projected trade ipcressing steadily over the S-yosr serviod.

Soviet exports to Finland have been consistently less than imsorts from Fine
land, consegquently, FPinland has built up a lavge ruble balsace. In en 2ffort to
adjust thls imbalance, trilatersl sgreemenis with Sebellite coedriss have been
arrengsd and bmve been sertisily suwcceseful.

With Pinlend's trade imnmiw.y ari«anwﬁ to thwe Blov, she hss been deesperately
seeking means to rocure unavallsble Western exchange. Recent UBSE-Pinland oyedit
mmmamwwﬁwﬂm Although the USER bas sgyeed to
graxt Finland o 410 ndilion gold loan and pay & limited portion of future deficits
in gold or forelgn cwrrenciss, the negotistions legding wp to thess agreements
were domioabed by the fact that the USSE is the only market avallsblc for much of
Pinnish metal and wood orodustion.

1. Introduction.

As yrovided by the Ammistice of September 155, and - on-*:‘xmeﬁ Ly the Paris
Treaty of 1348, reparations in comedities saoumting to over $500 million {see
mz}mmewmmmtmmmtm 3 yemrs subsequent to the
Armietice. y‘* Theess deliveries congisted imerily of motal mamufactures, shiye,
and wood producte. Bince more then one-half of the repavations daliveries con~
sisted of commodities not previously exported by Finlaml, pogymemts during the
firet yesrs worked a grest hardshi: on the Pimishmm During the flrvst o
post war gewrs it vae necesswry for Pinland to borrov 373,000,000, chisfly from
the U8 ad Sweden, for imvestment in the wﬁmﬁhwmuizg mxl zsmwbuim indug-
tries. PReperstions deliveries in 196 accounted for 5.5 percent of the It
Natiooal Product of Finlend. In 1951, hosever, the amansion p an bad progrossed
considerably, and roparstione dalivertes pocoumted foor only 1.0 peroent of the
Fot Batiomal Product. ./

When repsrations were dabout to end in September 195, Finlsnd was faced with
the problem of finding foreign meriets for the type of goods formerly delivored
s repoaretions. Vestern markets were ungble to sbsorh gsignificent quamtitics
of these commolities, jrincizelly metal profucts and wood products, Tor several
rOBBOn

3. Since the Post-Korean boom the world demsnd for wood and

wood roducts bad decilned considerably, camweing & drastic drop

in grices and an cxtromcly competitive world mariet. Cobsequently,
Finlapd's largest industry, wood and wood isoducts, was faced with
a aimax}}un of rigid roduction costs and a declining world meyiet
rice,

<o Firland's neviy expanded metal-working industry, now the sevond
largest industry, ves a high-cost producer. Also, since 1t wae
expaxded to Dulfill rerpmrations cblipgetions to the USSR, it was
geared to Soviet recuircnents which did not necessary correspond to
the needs of Western maviets. ©/

¥ Tootnote roferences in areblc mmerals are to sources listed in tho Avpendix.
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Thorelove, Finkexd wes foreod 0o furn o the USSR where i
tlew were move favorable Shas In the est. Conseguentiy in
repergblons doliveries exded, Plaland and the WER conoluded o o
sgrewment o the lise tredoe agoeassent whied inoreased the Srmasc of thepe countricg
Cor the remmidsr of LuSi and fnoreoascd the axporte wxl lzjorts for cach ol the
Jenes romaining under e ceyesr agreoment (19593-55) by 407 miilion,®

1T, Trade Ivoloeol, 195,

Lo Hercpor 1353, & tesde jpotocol vee sigoned betvosn Plolsnd and ths USam
setablishing the lewel of trads botween the two countsiee fop 5. Qou value
of Firnish exporte set by this pretesol wee Slv.5 million higher tiswn the ef-org
valucn oot by the Ioag-teon agrecment fow 1970, Im sddition, the wals

lmports vas set st 3.0 million higher than the import velue mot ° 53T
wrm sgresment.  Both impost and export veluss established by this trade rotocosn
wecy lower, howsver, thar the values esteblished Woa trale orotocel Por 1057
The scheduled redustion in Plomish imyorts was seobably dus to a more voalistl
ailgnment of actual Goviet woorte and trede gereoment conpdtmento, vinie sotual
Finmlsh exports of metal irdustyy roducts werw cut 1f rcent on the svounds
ihat Fleoleh jricos were too mgh. (Soe Tabis 1.)

Hpohloery aod oguissest otports fyoas Finlesd will constitute He pemard of
Flulepd's szports to Lo UBER iz 103, and 3 sorvent of thisz vill consist of
slidpti,  wWood and wool products will compriss =3 percent,. The {mort omsritmenis
cstablished by this jrotocol avs gooerally Pavorable to Pinlend boogus: Gy
=ngble Pinland to imrort mast of its reguirenents o grain, {odder, etrolews
sroducte, swgar, and oobton. &

The sgreement ischudsd rovisions for the adjustnent of Pialasd's axort
surpdus by trilatoral agrosments with Satellite countrles and by jaymonts Proo
Lhe USSR in gold apd testern currencien. Thode rrovielons will be dissuseed in
Sertion V.

ITT. Long Term Ameement, L3iG-Go),
K FJegotigtions.

Hegotistions for tiv: mew long tert agrecuent which Logmn in Maron Ly
ware comcluded op 15 July 19° . Prelimioary regorts indicatc Lost Mnlapd bo
to limit ammel exports to not move than 7150 million and fmorts to abowt L0C
alllion or to sppooinstely the same lovel of trade o5 wae set Ly tae 197 BTG~
ment. &/ T UBER,on the other hand, hed requested an expension of Flmnish £+ BV A
to $217.5 milllon anmelly. Seaver, when negotisklons cnded and tix BEroanent
was glgmed 1t stlulsted thut Fimalsh oxpovte wore 4o reach o st s JREZLT
mililon. The Fincs neew to bave won a sligt victory in this regspoct, althousl:
thay wore furced to give In to Soviet desires for incronsed shismwconstruction
commaitments. I ponerel tiv cowmodity compopent of Finplsh Soviet trade ig
similer o that of jwevious years. (Sce Toble o.) T '

E. Fionish Excorts.

Flunieh exporte under tie ters of the new S.year trad: agrounent Wwill
steadily increase throwghowt iy56-00. Smorts are to increase fras S147.5 sillisn
in 19350 (56.7 million above the plmones exiorts for 1200 ) to S463.7 milll o in

J0, (oo Table 1.) A comparison of the recorded tradc valucs for the Foles
Agd~35 lndicetes thav the trade values sot by the 1550 long-tern agreement, and
the teed: values set by the l.yewr agrosmente for 195053 Tor Pimish expamtis o
oo USER were grester thse the values stijvisted fa the 1330 mgroaw ot and almoot
apal to the values sot by the yesrly sgreements, Conseguontly, It ssems aale to
asmss thet Flimleh exjort commitments sst by thie pew long-ters sgresment seobably
widi bo doeliversd.

The comwxiitics %o be exgorted by Finland under this sgreentst e esscntlially
Lhe samr as vers exportod wader the 1550 Agreamnt. The Agrespert calle for the
delivery of soother 10,50C boreepower icebresinr (SLallsr o the tipe. oo wnder
ronebrecticn for the USSR ander tie wesent loag-temms agreamert), o sew oloat

* ALl guotetions Lb aublee bave been comvertsd in memoremhan to e coulvelonts
abt ke rabte o8 . rubles e dollar.
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ioebretier of 20,000 horsepowet, U tankers and 15 sargd shiys. These tanbors
are probebly of the sise of those previcusly coustracted for the USGR (2,100 DWE
and 4,000 INT),  Other Fimmish ecoarts include machine tools for woriling setal,
gmmxma'mw, esun tluber, pelpwood, cellulose, paper cordbourd, sod
paper gools. §f

€. Firnish Dazorts,

Fippigh Imports Crom the USSR are to remain lower thon Finnish sports,
while the agreement provides that Soviet expoerts will iovresps S10T7.5 million
in 195€, ($7.5 million above the value set for 195:) teo 41le3.7 milliom in 1963,
Revorded trade velues for the yesrs 1951-33 indicets that Soviet exports have
consistently fallen short of commitmerts stipuleted in tradc agremments.  There-
fore, abould this situefion contirma, the export swplus o fever of Flnlesd will
be even larger than the trade sgresment figuos would indicste. GSoviet exporbs
will consist of cersamls, sugar, foider, synthetis fertilim;m s Houid and solid

Tuels, motal, roiled mebal, cobton, chumicadn, and Surs.
D. 5Be:lal Festures and Provisions.

Seversl syecial Usatures and wovisions of the now long-torm trode agreee
ment inoludes

4o A provizion that the trade swrplus in favor of Pislend will be adjusted
by trilateral agroopents with severwl Satellite cowrtrice and by pagments [rom
the UBFR in gaid and Vestorn swrrencies. Thees provisions will b dlgsussed in

detatl ‘o Tootiois IV ose W ST gt o e ¥ g

we A0 Aypendix, consisting of o jJolot declsration for the yromstion aud
maintonpnos of intermetional pomse abd seowrity “in conformity witi the lacijals
of the UE" and for the wndarstanding of the two govormments that Tamly calisctive
forces of &1 states regordlires of soclal strectars cao insuro soorlty of peoples
ainee the struggle far seace and agednet threst of row var Lo i bl gl
imterest of all otates.®

3. The Appendix alse ineludes mu egrecment o reles tie ivgaticns in )
the vespective capitals to the status of wbessles wnd to exchange Anbassalors. du/

This is the firet time in Plandsh-Soviet treds relatione thal such a
political sppesdix has bren comnected to an comomic agresment. IL ceems Lo re-
affire come of the wincipals of the Treaty of Priendshlj signed by the BER and
Pinland in 1548,

Iv. Trilsteral Agrcements.

Tha use of trilsteral sgrecpents with Setellite cowmdries to mpenswte fov
& sarplos of Plonisk exports to the USSR {a not 8 nev ervenpescht in Soviet-Fisuick
trede relations. Trilatersl agroements were provided for 1o the 3950 lang-~term
agreesient and were uwaeed vith scew success. Trale fsbalanoce i 1951 and 155
vere covercd by triletervel sgreements with Ceechoslovaiis and Paland. A lmrge
imbalaace iz 1953 was only partlally coversd, hovever, by much sgreements. 1/
In the 195 egresment rrevision wes sloo pads Por the trade imdalapce 1o be
covered pertially by trilstersl agresmenmts, 1./

Eince Floplsh industries are dependest on imports of rav materigls, mery of
wilch the Gatellites are unsble to supply, trilsteral sgroements with Setellite
comtrigs offered only limitel sssistence to the export swrplus probiem. Coo-
seently im the latter mowths of 1953, Finlawl proposed that the UK and Freace
enter imto trilateral sgroemente with Finland and the USSR for 1550. Trilsteral
agrespente involving suother Western country would ensbls Fisland to import
Weotern rev saterials;thase (suiopals were, howsver, twraw down by both the U
and Franie. 13/

In eardy Poelwusry 1955, an agrooment uas sigood Lo Mascow wdler widoh the

USER granted Finland a 30 midlion steandby credit. The oredit may be dresp upon
in efther gold o foredsn exchange within the next 3 years at the digeretion of

- 3 -
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the Flmus. Any emount borrowed is 4o bear interest &b i.) csrcent and ie to be
repadd over a portod of 10 yoars in the ceme medlum in whicoh it io received, 1/

Bo far a8 iz Lpown, this is the Piret 0ld or comvertidle -urrency losn grastod

by the USEBR to a non-Bloe sounbay. 25X6

25X6 = S ¢ wigh o o o in etrengthen 1ta
e ”m%%w@mxymgh:wmh eoanmm wﬁar o strengthen ite

a:w reserves. It vas aloo pointed out that thers were no sresent plans for
msking use of the credit. 13/

At the time the mmdit a8 negotisted, the USER also agiced to settle the
195% Finnlsh export swrplus (axpected to ssount to over € million) in gold amd
foreign exchange. This scheme vas also made part of the 1956-60 trads sgreement,
signed ln July 1954, wundsr which & quarter of the antizizeted Plonish-UB5R trade
imbalencz 1s to be sebtled in gold or comvertible cwrrencies. (fes Table 3.)
The Finms recestly secelved a payeent of 45,000,000 sorth of gold frow the USSR
under the 1954 trade sgrocment. L6/

In spite of Commuinlot jropaganda to the contrary neither the credit agreemont
nor the geld-convertible curremcy provisions in the 1950 amd 1996.80 trade agrec-
mente repvesent a bargain for Flaland., In late 1953, Pisland bad o 310 millien
bnmemmcmmmmmwmmgjmmmmm clesying wan
belng offered in “unlimited smounts” at an 18 percent discount by s Flenish benk
to a large US Dirm. 10/ PFarthermors the Pions bad been subsidizing st substastial
logses ro-exports #e qusntities of Boviet-Bloc goodr as one wethod of getbting
rid of unusable Hlo: imparts. In order to mindmize mich losses and twrn s ruble
talancos 10t0 a usable farm, the Flnne hal for some time been negotisting for tho
conversion of these excessive balapces Luto gold or Western currenciss &5 $he was
omtitlied to demamd, uader the terme of her 1950 trade agreessnt with the USSR,
ummmnammwwmawmmawuwmmwm
glant buayer -- that the ruvcemt series of Russo-FPimmish tvede and oredit sgrecments
ware nogotisted.

It had previously been made plain by the US Secrstary of State that a Plonish
reguest for help in meeting its M currency needs would receive gympethetic
consideration in vashington. 19/ Rarthermore the UESR could bove paid her oxisting
dobte to Pinlsad in bard currency. It is poesible thorefore thet the Flons
accepted the credit sgresment under Soviet cressure, s the only alternativa laoft
to holding oato unnssble ruble msmbmszmsmawmtmmwm
comvertibility of & froction of the treds imbalances planned under the 1954 and
the succceding S-yomr trads sgreement.

Az & domivent pircheser, the USSR is in a position to galn incresaing cantrol
over tihe Fimndeh voonosy. The Februery croedit agreement and the olitioal
covenmits discuseed during negotistions of the recent Pimnish-foviet trade agree-
memte are aymptome of the utilizstion of Gowilet power. Ho long as the Plong are
forced, by uncwrtain Western markete and thelr own rigild internal cost etracturs,
to orient thelr trade tovard the URR, the trend of a stronger Boviet volos in

Finnish econaeic and political affairs can be eXpec tod.

VI. Comclnsions.

1. Bince the end of ¥World War IT the Plonish export industries have become
incresgingly depepdent on Bioc smarkets. This dependence hes Tollowd in part
from the bulldup of & hipgb-rost metal-vopking industry moedod to meet Soviet
regarations .,

L The nev j-yesxr trede sgreament. signed fn July 1954, provides for a
comtimiing increase in Sovist-Flanish trade, though not 20 grest as ths USSH bad
sriginelly asked. The Pipnish ccemiteents under past Soviet-Fimmich trade agrec-
monts bave in lerge part boem et or exceeded, oo 1t may be exyected thst (e
rrojocted level of Fianish exports under the present S-yemr sgreonent will also
be met., If Plaland's total foreign trads remeine st s level near that of :vevisus
yoors, the Soviet Moo, chiefly the USSR, vill comsequertly incresse its shme
which now stands &b 30 percept. The wain hope of reducing Pinlend's sconoelc

B-E-C-R-E-T

-~ -

Approved For Release 2001/04/27 : CIA-RDP79T01049A001000150002-2



‘Approved For Release 2001/04/27 : CIA-RDP79T01049A001000150002-2

dependence on the USSR Mer ln Loressing trade with the West -» an unliiely [ossel-
LUty wless Filomlish g,wmsmmg lmc! m:i‘mtwmg wnste ~an be rodused or world
J}rigﬂ?ﬁ of mutal sad o e ke Inemion,

Je  In spite of Coomanisi jyopagsnds to the comtrary, neither the opedit
egromunt now the gold-convertible currescy srovisioms in the 1350 and 1956-8C
trade sgrestents repvecent & bexpmia for F&n:&mﬁ.

Findeod has beon losing stoadily in ite trede with the UESR ond therefore,
it vap fran o positiom of veriness thet she vms forecd $o sowept the Soviet ruble
myodit offeyr.

The comversion of ruble m!.aams into unabls fora 16 yowided Jow in the
the excessive balance to gold or mmem cwmcmm Ae a dominate atrcheser, ’
the USSR i i o positios to magcuver credit apd payment negotistions in thelr
faver

*

- g ow
o
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Table 1
Trade of Finland with the USSR o/
1935-5h

housand US §
Jxports
Reports
{Bxelnding
Papsraiions
Londe Mﬂlmm Forneyr Qorman Totul
Tenr Isports  Balanee Assets) Reparsticns Assers Exports
3,084 - 2,268 373
igg 3igh’ - 23325 1:259
i:m 2,603 - 1,865 ¥ 92,200
1946 i 9,389 3h,026 500 .
B B2 O BB oEm oy un
20 ’ ; o
BoEE w& BE pm oom oun
+ ¥
1951 ﬁﬁg » 26,217 671,607 53,893 12,321
%’éﬁi} 35,875 ii?’%‘é ey 145,522
? + ' ’ A 4 2%,
mm&s/ 820200 + 52,50 13,0 130, 700
S Ynelotiig reparatlons GnY Tetoen of Tormer Jernan sssets.
. Anmal rete - Jemmary-Aprill
-6 -
8-8-L-R-E-T
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Table 2

Commodity Trade of Pinland with the USSR
1948.53

_Ihousapd US §

Exports o the USER 8/
953 igse . ;. i, aghy 0 a8
e s o ™ 1,596 dos 30 2,89
gﬁ ::‘i. Wood Profuets b/ 56,913%; 69,_1;; 46,136 3.6,1:.3 ,a%g 5?,332
Manufsctured Goods 13,23 14,209 k,599 2,705 1,36 21,750
prerved Aeelirael ook @21 0,0 hs7  TT,E8T 64,387
Mirtisies ant Othare 282 56 a2 123 16 45
Potal 185,599 135,000 221,071 Gh802 136,256 146,014

Japerts from the USSR
rmwram 2obacco &)';ﬁ &,g:é sa,gg 16,@ 19,% 3?;%%
Toust Faad 9,519 3,517  BbP 1,20 2,160  Lbe@
e p o mooR M LB DR
Miseeiianoss aa Others E:ng % U 1,316 1,43 Hesh
Total 8,67 8,580 A,30 23,606 34,080 31,207

B war repurations.

B m synthetic fivers and wood puly.

.
8-E-C-BET
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8-E-C-R-E-2
Takle 3
Projected Trade of Pinland with the USSR
Trade Agreesent 1356-60
Thousand U8 §
Xear Dapo:ts Exports Balaage
1956 107,500 17,500 + 40,003
zgg 108,766 18,700 + BO,000
1 117,500 157,500 + 0,000
1559 120,000 180,000 + o000
1960 23,700 163,700 + ko0
-8 -
8-3-C-R-BT
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